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an entirely different one from Marshall's, and cannot be
successfully attacked by his methods.
§ 6. Let us begin with the consideration of two highly
simplified special cases. Thus, suppose that there are only
two uses, one, A, of elastic, and the other, B, of inelastic
demand, and that supply is conducted under conditions of
constant return in both. If the demand in B is absolutely
inelastic, the same amount of commodity will be produced
and the same amount of work done there, whether a given
revenue R is collected by a uniform rate of tax on both A
and B or by a higher rate of tax concentrated upon B alone.
Under the former system, however, people will be prevented
by the threat of the tax from performing as much work in
A as, in the circumstances, if left alone, they would wish to
perform. Under the latter system they are not prevented
from doing this. Hence the latter system involves the smaller
sacrifice. By analogous reasoning it can be shown that, when
one source of production yields an absolutely inelastic supply,
so that, whatever tax system prevails, only an infinitesimal
amount of work will be withdrawn from it (because any finite
withdrawal causes the marginal physical productivity of work
there to rise infinitely), a given revenue can be raised with
less sacrifice by concentrating taxation upon this use than
by imposing uniform rates of tax on all uses. From these
cases of absolutely inelastic demand and absolutely inelastic
supply it is easy to pass to cases of highly inelastic demand
and highly inelastic supply : and the mind is prepared for
the suggestion that the best way of raising a given revenue,
when the supply of work is not rigidly fixed, is by a system
of taxes, under which the rates become progressively higher
as we pass from uses of very elastic demand or supply to uses
where demand or supply are progressively less elastic. In
order, however, to obtain definite results a more powerful
engine of analysis is needed.
§ 7. Prank Ramsey examined the problem by mathemati-
cal methods and obtained a very interesting solution. He
means by " a given revenue " for the purposes of his problem a
given money revenue, and he postulates that money income is
so adjusted as to make its marginal utility, which, since distri-
butional considerations are here ignored, is taken to be the
same for everybody, constant. With this very important

